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adios, Cooperation Between Employers and Employes 


Tulsi With the development of democracy in society there has 
one's been a steady demand on the part of workers for a posi- 

tion in industry which would be in keeping with their 
ration status as free citizens. It was pointed out by President 
tiently § Wilson in a message to Congress, May 20, 1919, that “the 


a8 a0 question which stands at the front of all others in every. 


intel country amidst the present great awakening is the question 
loriagi of labor. Those who really desire a new relation 
of Ow between capital and labor can readily find a way to bring 
ime tit about. . The object of all reform in this essen- 
Ives tO tial matter must be the genuine democratization of indus- 
is, an tty, based upon a full recognition of the right of those 
it OWwho work, in whatever rank, to participate in some organic 
0, AY «in every decision which directly affects their wel- 


But if real democracy is to exist it must rest, according 
fo John Stuart Mill,’ “upon two principles of as universal 
truth and applicability as any general proposition which 
can be laid down respecting human affairs. The first is, 
samtiat the rights and interests of every or any person are 
only secure from being disregarded when the person is 
Muimself able, and habitually disposed, to stand up for them. 
le second is, that the general prosperity attains a greater 
meight and is more widely diffused in proportion to the 
mount and variety of the personal energies enlisted in 
promoting it. The former proposition that each is the 
nly safe guardian of his own rights and interests is one 
nim those elementary maxims of prudence which every 
vie" Capable of conducting his own affairs implicitly 
upon.” 

Although the principles stated in these pronouncements 
widely accepted in relation to politics their application 


pee lb industry is meager. After a century of modern con- 
15 seelgeons of production in America the struggle for indus- 
soci Status on the part of labor still goes on. At the same 
umettiq@ge™® the scene is illuminated by impressive examples of 
ng, tbe operation by employers and employes in certain indus- 

’ #. An understanding of the situation may be facili- 
istics Mn by tracing the developments which have brought us 


omic mE, cu Present position and by a review of existing causes 
che Sdustrial unrest. 


Rise oF THE Factory SysTEM 


the ho} When each craftsman had his own shop and owned the 
e conliigmgol with which he worked he had a different status from 
Ip in SOL the modern factory worker. He made goods to 
een tigmmeet and dealt directly with his customers. He bought 

»taw materials and converted them into finished goods. 


“Considerations on Representative Government, p. 22. 


He had a large degree of independence. But the growth 
of transportation facilities and the broadening of markets 
revolutionized the status of the early craftsman. The 
process worked itself out first in England. Merchants 
became intermediaries between the craftsmen and their 
customers. Many master craftsmen enlarged their shops, 
hired other craftsmen, and increased their output to fill 
the orders of the merchants. The invention of power 
machinery and large accumulations of capital rapidly con- 
verted shops into factories employing many workers. The 
employers owned the factory machines and tools and spe- 
cialized the work of each employe in order to produce the 
largest output. Many unskilled workers—machine tenders 
—were introduced to take the place of skilled workers. 
Thus the status of the worker was changed from an in- 
dependent craftsman to that of a “cog in the machine.” 

Factories were located where power and transportation 
could be obtained. Towns and villages took on the pro- 
portions of cities composed of thousands of workmen and 
their families grouped together about the factories. Com- 
petition for markets gave the employers every incentive 
to keep wages low, hours long and working conditions 
inexpensive. The employer became an autocrat in his 
industrial domain, hired and fired at will, and directed the 
working life of increasing numbers of laborers. When 
orders for goods could not be obtained the workers were 
dismissed or put on short time, and recurring unemploy- 
ment became one of the most vexatious problems of mod- 
ern times. Thus insecurity in working and living condi- 
tions and autocratic use of the employer’s economic power 
became one of the outstanding problems of an industrial 
society. 

THe GRowTH oF UNIONS 


Employers have steadily increased their power through 
the organization of corporations and associations. By this 
means they have not only strengthened their competitive 
position in the market but have added to their power to 
bargain with employes. Since labor costs are one of the 
principal expenses of production, employers have had 
every incentive to reduce wages in order to gain com- 
petitive advantage. 

The workers likewise have resorted to organization in 
order to raise wages, shorten hours and improve working 
conditions. Frequently they have resorted to mass action 
when the employers refused to negotiate with representa- 
tives of their organizations. Furthermore, to extend the 
effectiveness of their organization beyond local unions, 
they have set up district, national and international bodies. 
This development has gone on in every modern nation 
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until now each country has its army of ized workers. 
In the United States, in 1929, the American Federation 
ef Labor reported 2,933,545 dues-paying members of 
affiliated unions. According to the latest figures available 
(1926) there were also 1,059,526 enrolled in unions un- 
affiliated.” These figures represent paid up membership 
and do not include those who are excused from per capita 
tax because of suspended earnings due to strikes and un- 
employment. In 1929 the A. F. of L. reported 500,000 
thus excused from payment of per capita tax. Estimates 
of the ratio between the number of organized workers 
and the total male workers in industry range from 13 to 
25 per cent. It is hardly probable that more than one- 
fourth are organized. But the strength of the unions is 
largely in basic industries and transportation, and they 
exert an influence that is out of proportion to their numer- 
ical strength. 


Tue DEMAND FOR COLLECTIVE BARGAINING 


There are reasons, other than the inertia of the workers, 
why relatively few are organized. Granting that work- 
ers are just as individualistic as other people, that they are 
slow to see the importance of collective action and that 
they have a better standard of living now than ever before, 
nevertheless, more would doubtless organize if the eco- 
nomic and legal situation offered more favorable condi- 
tions. Although the workers have been slow to organize, 
the employers have been slower to grant them recognition. 
The acknowledgment that the workers have the same eco- 
nomic and legal “right” to collective action that the em- 
ployers exercise in forming associations’ came only 
gradually and is still without significance in large indus- 
trial areas because the workers have been unable to 
persuade or compel their employers to deal with represen- 
tatives of their organizations. From the standpoint of 
immediate advantage the employers had every incentive 
economically to refuse to bargain collectively with their 
employes. Much better bargains could be made by deal- 
ing with them individually. Furthermore, no matter how 
willing one employer might be to raise wages, shorten 
hours and improve working conditions he could not face 
the competition of others who refused to take similar 
action. Labor has therefore set itself the task of inducing 
or compelling employers within large “competitive fields” 
to establish basic standards in wages, hours and working 
conditions. \ 


Success ANp FaILure 1N COLLECTIVE BARGAINING 


By means of collective bargaining the workers have 
acquired a new status. Where it has been firmly estab- 
lished the parties concerned have built a new industrial 
constitution, which put their relations on a new plane. 
Rights and duties are not only elaborated in rules but 
machinery for the interpretation and enforcement of the 
rules is maintained. Application of the rules to varying 
circumstances brings a clarification of the principles in- 
volved, and rules are changed to meet changing conditions. 
By the process of experimentation both parties are kept 
close to realities. They discover also that goodwill is all 
important for the success of their relations. The more 
fully they understand the implications of the industrial 
society of which they are a part, the more they appreciate 
the further possibilities of co-partnership. 


2 Handbook of American Trade Unions, Bulletin 420, United States Bu- 
reau of Labor Statistics, p. 3 (1926). 

®In 1921 a survey by the National Industrial Conference Board located 
about 3,000 employers’ associations with a membership of about 4,000,000, 
counting the persons who were members of several associations, 


[2] 


Although employers and employes are fundamentally 
interdependent, in the midst of the human struggle fq 
security and prestige those who have capacity and poy 
tend to use their rights and privileges for their own gi 
vantage, and it is with difficulty that they are induced o 
forced to acknowledge the rights of others. The struggh 
of the unions to gain recognition of their right to organ 
ization and representation, the yielding of that right grudg. 
ingly by employers, and the practices to which both parties 
have resorted to gain advantages have left a heritage of 
attitudes and feelings which are not easily superseded by 
more harmonious and constructive relations. 

When the parties come to the negotiation of an agres 
ment, they seem frequently to be mostly concerned about 
giving as little and getting as much as possible. Instead 
of keeping consistently in mind that they are both op 
against pretty much the same competitive forces, and in 
stead of pulling together to make the most of their oppor. 
tunities to meet successfully the competition of employers 
who are unsympathetic toward labor, they work at croy 
purposes and often dissipate the goodwill which at such 
great cost has been built up between them. 

After making an agreement, the two parties sometimes 
fail to recognize its full implications and neglect to s 
about the administration of it in a manner which would 
lead to constructive cooperation. Each side fears that its 
rights are going to be infringed, combats everything which 
suggests interference with those rights, and fails to recog 
nize that a mere truce establishes no adequate foundation 
for a constructive program in the conduct of work. 

Although this may sound like an indictment which 
neglects the factors that have brought about a large degra 
of cooperation among many employers and employes un 
collective bargaining, personnel experts insist that it is1 


a misplaced emphasis, as experience has shown all’tt i 8 
frequently. In the administration of agreements man = 
employers have been altogether too fearful that their p ofa 
rogatives of management would be infringed. They ha the 1 
in many cases not welcomed suggestions from their a + 
ployes for the improvement of the production process m pe 
enlisted their cooperation in the conduct of work. to a 
have often discouraged such developments. guarar 

On the other hand, labor leaders have frequently bea 4. Hi 
over-aggressive in making demands upon employers. Th | 
have also devoted too much time and effort to trying tog The 
something which the agreement did not call for. The oa 
have been poor salesmen of the greatest thing which th i 


have had to offer employers since the inception of the @ 
lective bargaining movement—cooperation between m 
agement and employes. 


EmpLove REPRESENTATION PLANS 


Before the war several well-known business concefl 
which desired to have closer relations with their employ 
although the latter were not organized as trade unidi 
inaugurated employe representation plans. During 
war and afterward increasing use was made of this fa 
of industrial relations. By 1924, 430 companies empl 
ing about 1,300,000 persons had such plans. Since 1A 
there has been no great extension of this form of collt 
tive dealing and some such schemes have been aband , 
rs there have been many interesting developments n® 

d. 

In some cases these plans were established as a me@ 
of thwarting the growth of unions and of maintaining 
competitive advantage which comes from fixing Wat 
hours and working conditions independently. These # 
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were determined not to deal with representatives of unions 
seek to raise basic standards among many competing 
s or throughout an industry. On the other hand, 
more liberal employers having employe representation 
d or have used them to promote the workers’ advantage 
gek@ as well as their own. They do not discriminate against 
gar \ union men, and some say that if a majority of their em- 
udg- J ployes join a union they will deal with its representatives, 
ties } even though such representatives are not among their 
off employes. 
dy Furthermore, there are indications that an increasing 
number of employers sponsoring these plans are coming 
gtt@ to see their value as a means of better personnel manage- 
about BH ment and of promoting industrial good will. They recog- 
nize that the workers have a fund of knowledge about the 
hw H details of production that is worth drawing upon for the 
din promotion of industrial efficiency. The exchange of 
Pot opinions between management and men results in mutual 
loyets education. Management discovers the causes of discon- 
CfO8 tent and is led to make improvements that increase pro- 
- Stith § duction and reduce costs. The employes gain an under- 
standing of managerial problems and participate in their 
glution. Fear, suspicion, combativeness and selfishness 
tend to, disappear. 

Those who have inaugurated employe representation 
plans have found themselves agreeing to principles for 
which unions have long contended. Although these prin- 
ciples may not be stated in a formal “bill of rights,” never- 
theless they are fundamental. Basic in the whole arrange- 
ment is the right to deal collectively in fixing wages, hours 
and working conditions. This opens the way for an 
bration of all sorts of rights and duties necessary to 
R success of the plan. Freedom from discrimination on 
he ground of membership or non-membership in labor 
otganizations, the right to warning and to a hearing before 
suspension or discharge, the right of appeal to the highest 
dfficials, to outside arbitrators or to impartial chairmen, 
the right of the employes’ representatives to advocate 
’ the cause of the employes vigorously without fear of dis- 
“ess timination or discharge, and the right of the employes 

“0 employ and pay representatives are illustrations of 
guarantees found in the most advanced plans which assure 
tly am we employes a status of “industrial citizenship.” 
ig to i the provisions of the plans are carried out through joint 
> mye Councils or committees and sub-committees both in rela- 
ton to production and to the adjustment of wages, hours 
ad working conditions. In some cases housing and liv- 
ig conditions are jointly handled. The joint administra- 
ton of various forms of insurance, such as sickness and 
acident benefits, life and unemployment insurance, and 
1 age pensions, is taking on increasing significance. 
Within the plant are found joint activities for the promo- 
concertim on of efficiency, for the development of technical educa- 
employes ton and training, and for the improvement of managerial 
e union Md business practices. 


uring M4 It is generally considered essential that an employe rep- 
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this fom tesentation plan shall include all employes in the plant. 
5 employs An association of the employes greatly simplifies the plan. 
ince 1 $ way, the employes in all departments are repre- 


of colMented, and no group of employes is forced to accept 
bandonth wages, hours and working conditions which they had no 
nts in in establishing. 

Procedure for adjusting disputes is an application 
right to judicial consideration of discipline and dis- 
» It is much the same as that obtaining between 
mployers and unions under collective bargaining. If an 
Ppoye Cannot reach a settlement with his foreman an 
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adjustment is made by representatives of both in com- 
mittee, or, in some cases, the matter is referred to arbi- 
tration. 

Particularly significant features are found in some 
plans: regular employes are given yearly salaries, guaran- 
teed 48 weeks employment, insured against unemployment, 
receive vacations with pay, obtain bonuses for efficiency, 
share in profits, and participate in management through 
representation on committees, boards of control or boards 
of directors of corporations. In some plans the employes’ 
share in profits is used to purchase common stock to enable 


the employes gradually to gain majority control or to buy 
out the business. 


CRITICISMS OF EMPLOYE REPRESENTATION PLANS 


The criticisms of employe representation plans are gen- 
erally aimed at those which have no such liberal provisions. 
The critics point to those plans where the aim seems to 
be to avoid collective dealing with unions organized by 
the employes. They seriously raise the question whether 
these plans have not thwarted the legitimate growth of 
unions since the war. Because such plans are set up by 
the employers and because the employers refuse to deal 
with the unions, organized labor dubs them “company 
unions” and regards them as creatures of the company, 
obedient to its dictation. Furthermore, students of indus- 
trial relations point out that under these plans the isolation 
of the employes from those in competitive plants cuts them 
off from the possibility of united action to gain a general 
improvement in wages, hours and working conditions. 
And because the employes do not accumulate funds ‘which 
can be used to support a strike they have no means of 
making effective resistance when all peaceable means are 
exhausted. 

Some employers having these plans frankly admit that 
they grant increases in wages only when their competitors 
do so. In some cases these competitors deal with labor 
unions. The unions insist that to a large extent organ- 
ized labor bears the burden of improving standards that 
are grudgingly granted by non-union employers. 


UNION-MANAGEMENT COOPERATION 


The president and the executive council of the Amer- 
ican Federation of Labor have made pronouncements 
which indicate not only a willingness but a desire to estab- 
lish cooperative relations with employers: “The true role 
of industrial groups is to come together, to 
legislate in peace, to find the way forward in collaboration, 
to give of their best for the satisfaction of human needs. 
There must come to industry the orderly functioning that 
we have been able to develop in our political life. We 
must find the way to the development of an industrial 
franchise comparable to our political franchise. There 
must be developed a sense of responsibility and justice 
and orderliness.” * President Green has stated that “dur- 
ing the formative period organized labor relied almost 
solely upon its economic strength, while today it places 
immeasurable value upon the convincing power of logic, 
facts and the righteousness of its cause. More and more, 
organized labor is coming to believe that its best interests 
are promoted through concord rather than by conflict. It 
prefers the conference table to the strike field.”* Since 
both capital and labor “are essential to industry and each is 
dependent upon the other” there is necessarily between 


*Industry’s Manifest Duty, a pamphlet, p. 5. American Federation of 
Labor. 

* William Green, Modern Trade Unionism, a pamphlet, 11. American 
Federation of Labor. = 
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them “an interdependence so fixed and irrevocable as to 
make complete success attainable only through under- 
standing and cooperation.” * Organized labor is at present 
stressing proposals for cooperation. 


Although labor accords to employers the right to man- 
age industry and to receive a “fair return” on capital, it 
insists that the workers must have the right to organize 
and bargain collectively through representatives of their 
own choosing. And this arrangement is basic in all the 
recent experiments in cooperation in which unions have 
made a distinct contribution. Unfortunately, no survey 
analogous to that cited above in the field of employe rep- 
resentation has been made showing the number of business 
concerns and employes involved under union cooperation 
schemes which provide for something more than ordinary 
collective bargaining. However, very significant develop- 
ments have come about in the following industries: cloth- 
ing, transportation, printing, hosiery, cotton textiles, brick 
and clay, upholstering, paper making, electrical construc- 
tion, and coal. These industries are so diversified as to 
indicate the general applicability of union-management 
cooperation. 


This relationship where satisfactorily worked out is in 
the nature of a peaceable revolution. It gives ground for 
hope that a new era in industrial relations has begun. It 
means that two parties, hitherto schooled to the use of 
economic and sometimes physical force and habitually re- 
garding each other with enmity and fear, are deliberately 
undertaking to treat each other as friends. There are, 
of course, very definite conditions. The employer must 
feel that the union is going to give its best efforts to in- 
crease production, eliminate waste, and maintain plant 
discipline. The union must have confidence in the good- 
will and the integrity of the employer, so that it will not be 
constantly on the defensive with reference to its own 
security. Being thus relieved of the necessity of devoting 
so much time to agitation and organization—and from the 
temptation so commonly present to use intimidation—in 
order to hold the system of collective bargaining intact, 
the union is in a position to devote its attention and its 
energies to improving the quality and increasing the quan- 
tity of the product. Furthermore, since the union is 
created by the workers themselves, it has their confidence 
and can be used to build and maintain a morale which is a 
distinct asset to the employer. When the employer is free 
to put his emphasis upon industrial leadership rather than 
upon disciplining an unwilling industrial army he is in the 
best position to make a real contribution to the science of 
management as well as to make a good showing on his 
books. 

The initiative for introducing union cooperation plans 
has in general come from unions, although there are note- 
worthy exceptions. Where the management is able, re- 
sourceful and socially minded the task is enormously sim- 
plified. Quite as important is the temper and outlook of 
the union executive. 

Under union-management cooperation plans the system 
of collective bargaining and the procedure for adjusting 
disputes remain the same as in ordinary trade union con- 
tracts. In addition, local joint committees representing the 
union and the management meet regularly for considera- 


* Ibid., p. 4. 
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tion of ways and means to improve production and stabil 
lize employment. In some cases, where the employer he 
collective dealings with a union having jurisdiction oy: 
many industrial plants, such as the shops of a railway sy 
tem, the same form of organization is extended over 4 
whole region. 
The results have been to concentrate attention on the 
technique of production and the elimination of waste, 
Thus the causes of discontent and controversy in connec. 
tion with working conditions are greatly reduced. Sug. 
gestions from workers are carefully considered and 
improvements are continually being made. The ar 
ment also provides incentives to the representatives of 
management to be more inventive. The attitudes of both 
parties improve under the stimulus of efforts to promote 
their separate and common interests. 
As a business concern or industry becomes more pros § 
perous by working along these lines, lowered costs anda 
larger volume of business present a problem of dividing 
the gains. From the standpoint of the employes, stable 
employment, vacations with pay, improved working com 
ditions and higher wages are concrete evidence that co 
operation pays. On the other hand, the employer is mainly 
concerned about the reduction of costs, since that strength 
ens his competitive position and makes possible greater 
profits. If cooperation reduces labor costs he can well 
afford to pay higher wages and share the results of sav 
ings which can be definitely attributed to the employes 
Thus from every standpoint cooperation is “good 
business.” j 
Although the plans under which unions and employers 
are cooperating have not as yet included provisions fq 
sharing profits, for the application of the employes’ shay 
to the purchase of common stock and for representation on 
boards of directors, there appears to be nothing abott 
these plans which prohibits the parties from entering info 
as far-reaching schemes as any which have or can be ift 
troduced into employe representation plans. On the cot 
trary, groups of employers who bargain collectively will 
unions of their employes are not only in a better positioa 
than any one concern to establish basic standards in wages 
hours, and working conditions, but they can also better 
‘provide stable employment, unemployment and sickness iF 
surance and old age pensions. Transfer of workers be 
tween companies in one locality can easily be effected, i 
not between those in different localities. It has been sig 
gested that labor turnover may be reduced by centraliael 
hiring and lay-offs by pooling a labor reserve in a partic 
lar locality. The larger the number of workers 
by the forms of insurance enumerated above, the less the 
burden upon a particular company of creating a fund 
cover the risks involved. f. 
In short, wherever men are associated in carrying 
work there is every reason why it should be regarded astm 
joint project. Division of labor and specialization aut 
matically establish an interdependence which calls for tit 
closest and most intelligent cooperation. Even those wil 
perform the most menial functions have been given’ 
status insuring self-respect and encouraged to exerc® 
their best judgment in the performance of their dutié 
The finest developments in human relations in indus 
have been founded on these principles. 
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